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to expand. At the time of the Mutiny, land revenue was,
however, by far the most important source of income, yielding
nearly two-thirds of the total revenue of the country, while salt
and opium contributed over a fourth. The subsequent develop-
ment of these three sources of revenue is very closely connected
with the gradual increase of the financial authority of the
provinces, and in order to understand the changes introduced
under this head in 1920-21 by the Reforms, we must briefly
sketch the earlier course of this devolution.
Beginnings ol Financial Devolution.
387.  The reorganisation of British India which followed its
transfer to the Crown in 1858 was not at once accompanied by
any change in the very highly centralised system of government
under which the Governor-General in Council retained complete
control over provincial resources as well as expenditure.    Indeed,
except  for surcharges levied on the land revenue in certain
provinces to finance local services, provincial Governments re-
mained entirely dependent on annual allotments by the Central
Government for the maintenance of their administration, and even
the most trivial expenditure required the sanction of the Govern-
ment of India.    The financial history of the next 60 years is
very largely a history of the growth of the financial authority of
the provincial Governments by a gradual process of devolution
of powers to them from the Central Government.   Its most
important feature was the development of a system of allocation
which was known as " provincial financial settlements."   The
history of this system has been given in detail in the Report of
the Royal Commission, which was appointed in 1908, on Decen-
tralisation in India, and a careful description is contained in
the Montagu-Chelmsford Report.*   We shall, therefore, in what
follows, merely refer to the principal landmarks, and indicate the
general  tendencies  of  the  financial development which  took
place before the changes of 1920-21 tr<*nsformed the situation.
Mr. James Wilson's Reforms.
388.  Mr. James Wilson took charge of the financial adminis-
tration of India in 1859.    He was an economist of high reputa-
tion, who had founded The Economist newspaper and had been
Financial   Secretary  to  the  British  Treasury  and  afterwards
President of the Board of Control.    When, after the Mutiny,
he thus became the first of India's Ministers of Finance, the
country was passing through a crisis.   A series of budget de-
ficits, occasioned by the numerous wars in which the East India
Company had been involved, had doubled India's debt, and the
military charges in 1859-60 absorbed more than half the total
revenues of the whole of India.  'Mr. Wilson's first task was
to restore financial equilibrium.   He made drastic reductions in
*^M/C Report, paras. 104-110.